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SUBJECT: Precarious Position of the Peron Government °
1. Hesknossos of the Percn Jeverumert.

Recent developments in Argentina indicate a possibiiity that the
Percn regime may be unable to takz the necessary steps to avert its down-
fall. legal displacement is hishly improbable and a coup v dletst, vnder
existine conditions would probebly result in widespread violence and
disorder.

The collapse of the presant iovernment sannot be definitely
g predicted, nor is it pogsible to foresee the exact ontcome of suth an event,
h but unless Peron can find 2 reasonably quick solution for Argantine
economic troubles (which appears uighly unlikely), can curb the -
unconstructive political activity of his wife {which he appesars altoseiher
‘ unwilling or unable to do), or can find a satizfactory accommodation
within the army or betwsen the Army and labor, dfastic developmente-in
gentina seen almost inescapable. Any probable outcome would be likely to
N jeopardize US-=Argentine and Westarn Homigphere relatione.
¢ \

2. WWE&M&;
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The Argentine economy is at oresent sufferiny from garious 1118 that °~
could only be relieved through imoroved ferelgn trade, but negotiations
toward this end are currently impeded and show little procpect of success
because of (a) inability to arrive at an asreement with the UK on the

- price to be paid for meat; (b) the Argentine Government®'s umwillinemesc
to provide subsidies to the forein-owned meat.-packinz industry until
agreement with the UK is arrived at; (c) a stalemate in nsgotiations
inguzurated by Foreign Minister Bramuzlia backed by the Army to promote
improved trade relations with the US; (d) unfounded confidence on the
part of the Pres’dent of the Naticnal Economie Courcil that Argentina will
. ba furnished with an Eximbank loau. Mearwhile, severe inflation has
already resulted in serious labor disorders and in some unerployment which
. arose\in part from shortages of ensential imports end in part from
‘narrowing of profit margins. Wage inerasses imposed iargely on the lcstance
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: of the Intelligence Organizalion of the Departuent of State. IL hias
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of Sefora Peron, have been instituted at the expense of the meat packers.

whose above-mentioned need for subsidies was oms result.

3. Inderdyipg Politioal Factors.

The long-evident paradox in Peron's Labor-Army support has at last
déveloped, as would have been expscted under deteriorating economic
conditions, into an impasse which will have {0 be resolved either through
compromige or through force. Peron's Army support, always vital to his
position, has weakensd as hs has made concessions to labor. The Army's
contern over dsterioration in the Argentine economy which it sees as
resulting larzely from favoritism toward labor, complicated by its hatred
of Senora Peron and her considerable part in it, might already have
produced a coup wers not Army leaders hesitant to take steps that could
easily plung the country into bloodshed and give labor s permanent
antipathy toward the Army. In strong opposition to Mrs. Peron and her.
powerful clique in the Goverrment is the Army-supported group led by

- Foreign Minister Bramuglia. Thiz group wishes to promote improved trade

velationa with the US and would like to find the msans to sustain foreign-
owned meat=packing comnaniss whoss operations have been curtailed by
diseriminatory treatment and ruimous wage policles. The Bramuglia faction
also perceives the need for modifying an erticle in the new Constitution
which provides for expropristion of foreign-vwned properties and so
discourages foreign investment in Argentina.

Conflict between such powerful sroups, resultent paralysis of
government action to chack sconomic difficulties, and discontent with
existing conditions have develpped to a point where violent overthrow
of the government or aseassinatiomof opnes or more kay firures cannot
safely be discounted.

. Influence of Sefiora Peron.
4 L

Ons key to the present Argentine problem lies in Feron's
inability or unwillingness to curb the political activities of his wife, .
who has posed publicly as a friend of labor, encouraged passage of pro-
labor legislation which the Army and business see ad largely responsible
for Argentina's serious inflation, and has taken direct action in
politieal matters over the heads of those officially concerned. A4s a
result, she has besn able to entranch her clique at the policy~making
levdl which effectively resists efforts spear-headed by Poreign Minister
Bramuglia to restore the Argentine sconomy throuch realistic reform
mesasures including increased international cooperation. Because the Army
ecannot, in the last analysiz, permit the continuance of an influence
exsrcised by the President’s wife, which it considers ruinous, Peron must
find means of controlling her actlvities or lose Army sunport without
which his government cannot stand. So far, there is no svidence to show
that he will take the necessary steps.
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5. Maves Open fo Paron.

. Peron 1s attempting to protect himself against an Army coup by
exploiting the division of loyalty amons military leaders, While -
sncourarine the development among elements loyal to him, particularly
in the new air-force command, of a counterbalance against the dis-
affected officers, ha js smaneuvering to undermine the power of ths latter.,
Were he to succeed, he misht still maintain sufficient sunport within
the Army to cuard c.gainst “violant measures on the Army's part. It is
alsc true that the growth of violent discontent is less likaly in view
of an abundant food supply. Consequently, the Presideat may succeed as
he has in the past, through adroit maneuver amd by virtue of the
resiliency of the Argentine economy, in delaying a showdown. It must be
realiszed, howsver, that Peron faces greater dangers and ditficulties
than he has in the past,

Another means open to him of remaining in office would be throush
demazogic appeals to anti-forsign sentiments, extensive nationslization
of foreign-owned properties and irstitution of a dictatorial regime
abhorrent to the principles of Hemisphere solidarity.

6. Implications for US Securiiy.

The sffect of an overthrow of the present Arpentine Governmment would
“have grave implications for US sscurity interests, particularly in
Homisphere solidarity, and for the sscurity interests of other Iatin
American governmanta, If Peron attempts to rule throush demagogic appeal
to labor whils taking no effactive measures to correct bagic economic ‘

_ imbalances, the sconomy may dateriorate to a point where a change of
government could take place only in conditions of chacs and violence.
Even under present conditions violsmce would prebably result fyom any
attenmpted change and would offer the Communists an attractive chance for
exploitation. Supposing that an orderly change could still take place,
thaye is 1ittle chance that the successor covernment would be a stable
one, If Peron attempts to any large extent to regain Army becking by
disciplining labor, disorders will result which the Army will have to
put dowa. Throuszh widespread vidlence might not ensue, suppression of
Labor would certainly entail extremist mesthods including open violation

of civil rights.
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